Techni cal Assi stance Advisory
No. 93-002

RE: Taxability of Certain Investnent Vehicles Under the West
Virginia Personal |Inconme Tax, West Virginia Corporation Net
| ncone Tax and West Virginia Business Franchi se Tax

Thi s Techni cal Assistance Advi sory 93-002 supersedes Techni cal
Assi stance Advisory 91-002, and includes certain obligations or
securities and analyses of the taxability thereof not listed in
Techni cal Assistance Advisory 91-002. Technical Assistance Advisory
91-002 is of no further effect.

NOTE: Techni cal Assi stance Advisories are issued
under W Va. Code 8 11-10-5r. They state
the position of the Tax Conmm ssi oner on the
tax consequences of a stated transaction or
event wunder existing statutes, rules or
policies. Technical Assistance Advisories
must be released to the public after
identifying characteristics or facts are
omtted or nodified to not disclose the
name or identity of the taxpayer. A
Techni cal Assi stance Advisory has no
precedential value except to the taxpayer
requesting the advisory wunless it s
specifically stated otherwise in the
Advi sory. Any nodification of an advisory
may only be prospective. Techni ca
Assi stance Advisory 93-002 is declared to
be of precedenti al value to other

t axpayers.

PERSONAL | NCOVE TAX

The starting point for determning West Virginia Personal |ncone
Tax liability is the taxpayer's federal adjusted gross incone for the
taxabl e year. West Virginia Code § 11-21-12

Section 11-21-12(b) of the Wst Virginia Code specifies
nmodi fi cations which are to be made i ncreasing federal adjusted gross
incone in determning West Virginia adjusted gross incone for
purposes of the Wst Virginia Personal Incone Tax. Section
11-21-12(b) (1) of the West Virginia Code requires that an increasing
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nodi fication be made for "[i]nterest inconme on obligations of any

state other than . . . [West Virginia] or of a political subdivision
of any such other state unless created by conpact or agreenent to
which . . . [West Virginial] is a party."”

Section 11-21-12(b)(2) requires that an increasing nodification
be nmade for "[i]nterest or dividend inconme on obligations or
securities of any authority, comm ssion or instrunmentality of the
United States, which the laws of the United States exenpt from
federal inconme tax but not from state incone taxes. "

Section 11-21-12(b)(4) requires that an increasing nodification
be made for "[i]nterest on indebtedness incurred or continued to
purchase or carry obligations or securities the inconme fromwhich is
exenpt from tax under this article, to the extent deductible in
determ ning federal adjusted gross incone. "

Section 11-21-12(b)(5) requires that an increasing nodification
be made for "[i]nterest on a depository institution tax-exenpt
savings certificate which is allowed as an exclusion from federa
gross income under Section 128 of the Internal Revenue Code, for the
federal taxable year. . . ."

Section 11-21-12(c) of the West Virginia Code, sets forth two
rel evant nodifications reducing federal adjusted gross income for the
pur pose of determning West Virginia adjusted gross incone. The
nodi fications are for "[i]nterest income on obligations of the United
States and its possessions to the extent includible in gross incomne
for federal income tax purposes. . . ," and "[i]nterest or dividend
i ncome on obligations or securities of any authority, comm ssion or
instrunentality of the United States or of the state of Wst Virginia
to the extent includible in gross incone for federal incone tax
pur poses but exenpt from state incone taxes under the laws of the
United States or of the state of Wst Virginia, including federa
interest or dividends paid to sharehol ders of a regul ated i nvest nent
conpany, under Section 852 of the Internal Revenue Code for taxable
years ending after the thirtieth day of June, one thousand nine
hundr ed ei ghty-seven. "

Under this statutory configuration, interest income from
obligations of the United States and its possessions and interest or
di vidend income on obligations or securities of any authority,
conm ssion or instrunentality of the United States or of the State of
West Virginia, which is exenpt from State incone tax by federal or
West Virginia law is exenpt fromthe Wst Virginia Personal |ncone
Tax.

Section 11-21-12(c)(2) of the Wst Virginia Code permts a
decreasing nodification in determ ning West Virginia adjusted gross
income for "federal interest or dividends paid to sharehol ders of a
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regul ated investnment conpany, under Section 852 of the Internal
Revenue Code. "

Note that this exenption is not for "exenpt-interest dividends"
paid by a regul ated i nvestnent conpany under Section 852(b)(5)(A) of
the Internal Revenue Code. That section provides federal incone tax
pass-through treatnent only for interest on any state or |ocal bond,
in accordance with the terns of Section 103(a) of the Internal
Revenue Code.

It is necessary under West Virginia law that the taxpayer
determ ne what portion of incone derived froma regul ated i nvestnent
conpany arises from exenpt federal obligations (as hereinafter
listed) held by the regul ated i nvestnent conpany. That portion of
the taxpayer's inconme fromthe regul ated i nvestnent conpany will be
a decreasing nodification in determning Wst Virginia adjusted gross
I nconme. The "exenpt-interest dividend" of the regul ated i nvestnent
conpany pai d under Section 852(b)(5)(A) of the Internal Revenue Code
must be added back, as an increasing nodification, in determning
West Virginia adjusted gross incone, except for that portion of the
"exenpt-interest dividend" which was derived frominterest on West
Virginia State or |ocal obligations. This increasing nodification
occurs under Section 11-21-12(b)(1) of the Wst Virginia Code for
"[i]nterest income on obligations of any state other than . . . [West
Virginia]."

No West Virginia Personal |ncone Tax exenption will be avail able
for income derived fromany fund or investnment vehicle which does not
constitute a regul ated investnent conpany under federal incone tax
|l aw, or an entity which otherw se enjoys pass-through treatnent for
its constituent obligations under federal incone tax |aw, even though
the constituent obligations and securities of the fund or investnent
vehicle would entitle the taxpayer to the exenption if such
obligations and securities were directly owed by the taxpayer.

Taxpayers seeking to assert the exenption for inconme derived
froma purported regul ated i nvest nent conpany nust provide proof and
docunent the fact that the purported regul ated investnent conpany
qualifies as a regul ated i nvest nent conpany under federal incone tax
| aw. Taxpayers seeking to assert the exenption for inconme derived
fromany fund or investnent vehicle other than a regul ated i nvest nent
conpany shall be required to prove and docunent the availability of
pass-through treatnment for the fund or investnent vehicle under
federal inconme tax |aw.

CORPORATI ON NET | NCOVE TAX

Under the West Virginia Corporation Net |Income Tax statute, the
starting point for determining West Virginia taxable incone is the
federal taxable inconme of the corporate taxpayer. W Va. Code
8§ 11-24-6.
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Virginia taxable incone of a corporation,

the corporation's federal taxable inconme nust be nodified by certain
statutory adjustnents.

Modi fications increasing federal

taxabl e inconme are set forth in

Section 11-24-6(b) of the West Virginia Code. Relevant increasing
nodi fications are as foll ows:

Section 11-24-6(f) of the Wst Virginia Code provides

(1) Interest or dividends on obligations
or securities of any state or of a political
subdi vi sion or authority thereof;

(2) Interest or dividends (less related
expenses to the extent not deducted in
det er m ni ng f eder al t axabl e i ncome) on
obligations or securities of any authority,
comm ssion or instrunentality of the United
States which the laws of the United States
exenpt from federal incone tax but not from
state inconme taxes.

an

al | onance for certain government obligations and obligations secured
by residential property as foll ows:

(f) Allowance for certain governnent
obl i gations and obligations secured by
residential property. - The Wst Virginia
taxabl e incone of a taxpayer subject to this
article as adjusted in accordance with parts
(b), (c), (d) and (e) of this section shall be
further adjusted by nultiplying such taxable
i ncone after such adjustnent by parts (b), (c),
(d) and (e) by a fraction equal to one mnus a
fraction:

(1) The nunerator of which is the sum of
the average of the nonthly begi nning and endi ng
account balances during the taxable year
(account balances to be determned at cost in
the sanme  manner t hat such obligations,
i nvestnents and | oans are reported on Schedul e L
of the Federal Form 1120) of the follow ng:

(A) Obligations or securities of the
United States, or of any agency, authority,
commi ssion or instrunentality of the United
States and any other corporation or entity
created under the authority of the United States
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Congress for the purpose of inplementing or
furthering an objective of national policy;

(B) Obligations or securities of this
State and any political subdivision or authority
t her eof ;

(© Investnents or loans primarily secured
by nortgages, or deeds of trust, on residential
property located in this state and occupi ed by
nontransi ents; and

(D) Loans primarily secured by a lien or
security agreenent on residential property in
the form of a nobile hone, nodular honme or
doubl e-wi de, l|ocated in this state and occupi ed
by nontransients.

(2) The denominator of which is the
average of the nonthly beginning and ending
account balances of the total assets of the
t axpayer which are shown on Schedule L of
Federal Form 1120, which are filed by the
taxpayer with the Internal Revenue Service.

Thi s provision provides a nechanismfor exenpting a portion of
corporate net income fromtax which, relative to total Wst Virginia
t axabl e i ncome before the allowance, is proportional to the ratio of
average "exenpt classification"” obligations and securities to average
total assets. Annual averages are determ ned as averages of nonthly
begi nni ng and endi ng bal ances.

In order to claimthe West Virginia Corporation Net |Incone Tax
exenption for "exenpt <classification" assets relating to the
taxpayer's ownership of an interest in a regulated investnent
conpany, or other fund or investnent vehicle entitled to pass-through
treatment for its constituent obligations under federal incone tax
| aw, the taxpayer nust use its average annual investnent (cal cul ated
on the basis of its average nonthly balances) in the regul ated
i nvest nent conpany, fund or investnment vehicle multiplied by the
actual annual average over the taxpayer's tax year of the quarterly
percentages of the value of the total assets of the regulated
i nvestnment conpany, fund or investnent vehicle consisting of
obl i gations described bel ow as exenpt for corporation net incone tax
purposes as the neasure of the taxpayer's assets represented by
investnment in the regul ated investnment conpany, fund or investnent
vehicle which are "exenpt classification” assets to be used in
determining the fractional nmultiplier by which the exenption is
assert ed.
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For purposes of the West Virginia Corporation Net Income Tax,
t he taxpayer should ignore "exenpt-interest dividends" paid under
Section 852(b)(5) of the Internal Revenue Code by a regul ated
i nvest nent conpany to the taxpayer. No West Virginia Corporation Net
I ncone Tax exenption will be available for incone derived from any
fund or investnent vehicle which does not constitute a regul ated
i nvest nent conpany under federal inconme tax law, or for inconme
derived fromany other fund or investnent vehicle unless the fund or
i nvestnment vehicle is entitled to pass-through treatnent for its
constituent obligations under federal incone tax |aw, even though the
constituent obligations and securities of the fund or investnent
vehicle would entitle the taxpayer to the exenption if such
obligations and securities were directly owned by the taxpayer.

Taxpayers seeking to assert the exenption for "exenpt
classification" assets relating to the taxpayer's ownership of an
interest in a purported regul ated i nvestnent conpany nust prove and
docunment the fact that the purported regul ated investnent conpany
gqualifies as a regul ated i nvest nent conpany under federal incone tax
| aw. Taxpayers seeking to assert the exenption for "exenpt
classification" assets relating to the taxpayer's ownership of an
interest in any fund or investnent vehicle other than a regul ated
i nvest mnent conpany shall be required to prove and docunent the
availability of pass-through treatnment for the fund or investnent
vehi cl e under federal incone tax |aw.

BUSI NESS FRANCHI SE TAX

Unlike the Wst Virginia Personal Inconme Tax and the West
Virginia Corporation Net Income Tax, the West Virginia Business
Franchi se Tax is inposed, not on net incone, but on the net worth
(wWwth certain adjustnents) of a corporation or partnership. Section
11-23-4 of the West Virginia Code inposes the West Virginia Business
Franchise Tax on the "capital" of a corporation or partnership. The
tax is the greater of $50.00 or .75% of the tax base, i.e., the
"capital" of the taxpayer. The term "capital" is defined under
Section 11-23-3(b)(2) of the West Virginia Code as foll ows:

(2) Capital. - The term "capital" of a
t axpayer shall nean:

(A) Corporations. - In the case of a
corporation, except an electing small business
corporation, the average of the beginning and
endi ng year bal ances of the sum of the foll ow ng
entries from Schedule L of Federal Form 1120,
prepared follow ng generally accepted accounting
principles and as filed by the taxpayer with the
I nternal Revenue Service for the taxable year:
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(1) The value of all comon stock and
preferred stock of the taxpayer;

(ii) The amount of paid-in or capital
sur pl us;

(iii1) The amunt of retained earnings,
appropri ated and unappropri at ed;

(iv) Less the cost of treasury stock.

(B) S Corporations. - In the case of an
el ecting small business corporation, the average
of the begi nning and endi ng year bal ances of the
sum of the followng entries from Schedule L of
Federal Form 1120S, prepared foll owi ng generally
accepted accounting principles and as filed by
the taxpayer with the Internal Revenue Service
for the taxable year.

(i) The value of all commopn stock and
preferred stock of the taxpayer;

(ii) The amount of paid-in or capital
sur pl us;

(ii1) Retained earnings, appropriated and
unappropri at ed;

(iv) The anount of shar ehol der s’
undi stri buted taxabl e i ncone;

(v) The anount of t he accumul at ed
adj ust nents account;

(vi) The amount of the other adjustnents
account;

(vii) Less the cost of treasury stock.

(C Partnerships. - In the case of a
partnership, the average of the beginning and
endi ng year bal ances of the value of partner's
capi tal accounts from Schedule L of Federal Form
1065, prepared follow ng accepted accounting
principles and as filed by the taxpayer with the
I nternal Revenue Service for the taxable year.

(D) Additional itenms in capital. - The
term "capital" for purposes of this article
shall include such adjustnents thereto as the




Techni cal

Advi sory No. 93-002 Page 8

tax conmm ssioner deens necessary to properly
reflect capital and such additional itens from
the accounts of the taxpayer as the tax
comm ssi oner may by regul ati on prescribe, which
fairly represent the net equity of the taxpayer
as defined in accordance with generally accepted
accounting principles.

(E) Allowance for certain governnent
obl i gations and obligations secured by
residential property. - As to both corporations
and partnerships, capital shall be nultiplied by
a fraction equal to one mnus a fraction:

(i) The nunerator of which is the average
of the nonthly beginning and ending account
bal ances during the taxable year (account
bal ances to be determned at cost in the sane
manner that such obligations, investnents and
| oans are reported on Schedule L of the Federal
Form 1120 or Federal Form 1065) of the
fol | ow ng:

(I') Obligations and securities of the
United States, or of any agency, authority,
comm ssion or instrunentality of the United
States and any other corporation or entity
created under the authority of the United States
Congress for the purpose of inplenenting or
furthering an objective of national policy;

(I'l) Obligations of this state and any
political subdivision of this state;

(rrr) | nvestnents or loans primarily
secured by nortgages, or deeds of trust, on
residential property located in this state and
occupi ed by nontransients; and

(I'V) Loans primarily secured by a lien or
security agreenment on residential property in
the form of a nobile hone, nodular honme or
doubl e-wi de, located in this state and occupi ed
by nontransients.

(ii) The denomnator of which is the
average of the nonthly beginning and ending
account balances of the total assets of the
t axpayer as shown on Schedul e L of Federal Form
1120, as filed by the taxpayer with the Internal
Revenue Service or, in the case of partnerships,
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Schedul e L of Federal Form 1065, as filed by the
taxpayer with the Internal Revenue Servi ce.

The statute provides an all owance for certain exenpt obligations
and securities by providing a fornula for the exclusion, fromthe
measure of the capital of the taxpayer, of an anount which is
proportional, relative to total "capital" before application of the
allowance, to the ratio of average "exenpt classification”
obligations and securities to average total assets of the taxpayer,
annual averages to be determ ned as averages of nonthly begi nning and
endi ng bal ances.

In order to claim the West Virginia Business Franchise Tax
exenption for "exenpt <classification" assets relating to the
taxpayer's ownership of an interest in a regul ated i nvestnent conpany
whi ch owns such "exenpt classification" assets, for purposes of the
busi ness franchise tax, the taxpayer nust use its average annua
i nvestnent (calculated on the basis of its average nonthly bal ances)
in a regulated investnment conpany, multiplied by the actual annual
average over the taxpayer's tax year of the quarterly percentages of
the value of the total assets of the regul ated investnent conpany
consisting of obligations described below as exenpt for business
franchise tax purposes as the neasure of the taxpayer's assets
represented by investnment in the regul ated investnent conpany which
are "exenpt classification" assets to be used in determning the
fractional multiplier by which the exenption is asserted.

No West Virginia Business Franchise Tax exenption wll be
avai l able for assets represented by an investnment in any fund or
i nvest ment vehicle which does not constitute a regul ated investnent
conpany under federal incone tax law, or for assets represented by an
investnent in any other fund or investnent vehicle unless the fund or
i nvestnment vehicle is entitled to pass-through treatnment for its
constituent obligations under federal incone tax |aw, even though the
constituent obligations and securities of the fund or investnent
vehicle would entitle the taxpayer to the exenption if such
obligations and securities were directly owned by the taxpayer.

Taxpayers seeking to assert the exenption for "exenpt
classification" assets relating to the taxpayer's ownership of an
interest in a purported regul ated i nvestnent conpany nust prove and
docunent that the purported regul ated i nvestnent conpany qualifies as
a reqgulated investnent conpany under federal income tax |aw
Taxpayers seeking to assert the exenption for "exenpt classification”
assets relating to the taxpayer's ownership of an interest in any
fund or investnent vehicle other than a regul ated i nvestnent conpany
shall be required to prove and docunment the availability of pass-
t hrough treatnent for the fund or investnent vehicle under federal
i ncone tax | aw.
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Conparison of the personal income tax, corporation net incone
tax and business franchise tax provisions which exenpt certain
governnent obligations and securities, or incone thereof, directly or
indirectly fromtax shows that the standard for exenption is sonewhat
nmore liberal for the corporation net income tax and the business
franchise tax than for the personal incone tax.

The exenptions for corporation net inconme tax and business
franchi se tax are based upon obligations and securities of the United
States, or of any agency, authority, comm ssion or instrunentality of
the United States and any other corporation or entity created under
the authority of the United States Congress for the purpose of
i nplenenting or furthering an objective of national policy;
obligations or securities of this State and any political subdivision
or authority thereof; investnents or l|loans primarily secured by
nort gages, or deeds of trust, on residential property located in this
State and occupi ed by nontransients; and loans primarily secured by
a lien or security agreenment on residential property in the form of
a nobi |l e horme, nodul ar horme or doubl e-wide, located in this State and
occupi ed by nontransients. The nore limted exenption for personal

incone tax is for "interest incone on obligations of the United
States and its possessions . . . ," and "[i]nterest or dividend
i ncome on obligations or securities of any authority, comm ssion or
instrunmentality of the United States . . . exenpt from state incone

taxes under the laws of the United States.

The following list sets forth the tax status of certain
obligations or securities as to the taxability of the income or
di vi dends of each for purposes of the West Virginia Personal |ncone
Tax or the inclusion of securities or obligations as "exenpt
classification" assets in the conputation of the fractional
multiplier by which the corporation net incone tax and business
franchi se tax exenptions are detern ned.



Techni cal Advi sory No. 93-002

| SSU NG AUTHORI TY OR TYPE OF
OBL| GATI ON OR SECURI TY

Banks For Cboperat|ves (12 Uus.cC 8§ 2134)
Interest. .
Di vi dends .

Central Bank For Cboperat|ves (12 Uus.cC 8§ 2134)
I nterest. .
Di vi dends .

Commodity Credit Corporation
(15 U.S.C. § 713a-5).

Construction Loans Which Represent A Direct
First Lien On Residential Property
Located I n West V|rg|n|a And Cccupi ed
By Nontransients. e

Farm Credit Finance Assistance Corp
(12 U.S.C. 8§ 2278(b)(10)(b)).

Farmer's Honme Adm ni stration

Federal Assets Financing Trust Participation
Certificates Series A Through D, Due In
1987 And 1988, (See FNVA Bel ow)

Federal Assets Liquidation Trust Participation
Certificates, Series B, Due |In 1987,
(See FNVA Belomb

Federal Financing Bank (12 U.S.C. § 2290).

Federal Deposit |nsurance Conpany
(12 U.s.C. § 1825). .o

Federal Farm Credit Banks - Obligations |ssued
By Banks Of The Federal Farm Credit
System See El sewhere In This List:

Banks For Cooperatives

Central Bank For Cooperatives
Federal Intermediate Credit Banks
Federal Land Banks

Production Credit Associations
Production Credit Corporations

Federal Hone Loan Banks (12 U.S.C. § 1433)

TREATMENT OF
I NCOVE FOR
PERSONAL

I NCOVE TAX
PURPOSES

Exenpt
Taxabl e

Exenpt
Taxabl e

Exenpt

Taxabl e

Exenpt

Taxabl e

Exenpt

Exenpt
Exenpt

Exenpt

Exenpt
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TREATMENT OF
OBLI GATI ONS
OR SECURI TI ES
FOR CORPORATE
NET | NCOVE TAX
AND BUSI NESS
FRANCHI SE TAX
PURPOSES

Exenpt

Exenpt

Exenpt

Exenpt

Exenpt
Exenpt

Exenpt

Exenpt
Exenpt

Exenpt

Exenpt
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TREATMENT OF
OBLI GATI ONS
OR SECURI TI ES
FOR CORPORATE
NET | NCOVE TAX
AND BUSI NESS
FRANCHI SE TAX

TREATMENT OF
I NCOVE FOR
PERSONAL

| SSU NG AUTHORI TY OR TYPE OF I NCOVE TAX

OBL| GATI ON OR SECURI TY

Federal Hone Loan Mortgage Corp. (Freddie Mac)

Federal Housing Adm nistration

Federal Internediate Credit Banks
(12 U.S.C. § 2079).

Federal Land Banks (12 U.S.C. § 2055). . .
Di vi dends - Stock | ssued Before 3/28/42
Di vi dends - Stock Issued On Or After
3/28/42 . . .
Bonds And Ot her Cbl|gat|ons .

PURPOSES
Taxabl e

Exenpt

Exenpt

Exenpt

Taxabl e
Exenpt

PURPOSES

Exenpt
Exenpt

Exenpt
Exenpt

Federal Maritinme Board and Maritinme

Admi ni stration. Exenpt Exenpt

Federal National Mortgage Association (FNVA)
FNMA Mort gage Backed Securities -
Ooligations Primarily Secured By Mrtgages,
O Deeds OF Trust On Residential Property
Located I n West V|rg|n|a And Cbcup|ed By

Nont ransi ents .

Exenpt

Taxabl e

Participation Certificates In The Federa
Assets Financing Trust Series A Through D
Due In 1987 And 1988, And Partici pation
Certificates In The Federal Assets

Li qui dation Trust, Series B, Due In 1987,

| ssued By The FNMA As Trustee, Wth G\NMA
As Current Trustee, Or Participations In
Any Other Trust Established Under 12 U.S.C
§ 1717(c) By The Farner's Hone

Admi ni stration, The Departnent Of
Educati on, The Departnment O Housing And
Urban Devel opnent, The Veterans

Admi ni stration, The Export-Ilnmport Bank O
The Smal | Business Administration, O O her
I nstruments |ssued Pursuant To 12 U.S.C

§ 1717(c).

(12 U.S.C. 8§ 1717(c)) (Issuance And
Exenpt i on)

(31 U.S.C. § 3124(a)) (Exenption) Exenpt

O her FNMA bl igations. Taxabl e
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| SSU NG AUTHORI TY OR TYPE OF
OBL| GATI ON OR SECURI TY

Federal Reserve Banks. . . .
Di vi dends - Stock Issued Before 3/28/42
Di vi dends - Stock Issued On Or After
3/28/42 .

Federal Savings And Loan Associ ation

Di vi dends On Shares | ssued Before 3/28/42

Di vi dends On Shares |Issued On O After
3/28/42 .

Federal Saving And Loan | nsurance Corporation
(12 U.S.C. § 1725(e))

Fi nanci ng Cor poration
(12 U.S.C. § 1441(a),
12 U.S. C. § 1441(e)(7),
12 U.S.C. § 1433 and
31 U S.C § 3124(b))

General |nsurance Fund .
I ncl udi ng Debent ures | ssued Under The \ar
Housi ng | nsurance statutes, 12 U S.C.
§ 1739(d), Debentures I ssued To Acquire
Rent al Housing Projects, 12 U S.C.
§ 17479(g), And Arned Services Housing
Mort gage | nsurance Debentures, 12 U. S. C
§ 1748b(f); O Interest Thereon

GSA Public Building Trust Participation
Certificates: Series A Through |
Inclusive; 31 U.S.C. § 3124(a).

Government National Mrtgage Association (G\NMA).

Participation Certificates In The Federa

Assets Financing Trust Series A Through D

Due In 1987 And 1988, And Partici pation
Certificates In The Federal Assets

Li quidation Trust, Series B, Due In 1987,
Wth GNMA As Current Trustee, O
Participations In Any Oher Trust

Est abl i shed Under 12 U.S.C § 1717(c) By

The Farmer's Home Admi nistration, The Dept.
O Education, The Dept. O Housing And Urban

Devel opnent, The Veterans' Adm nistration,

The Export-Inport Bank O The Snal | Busi ness
Admi ni stration, O Oher Instrunents |ssued
Pursuant To 12 U.S.C. § 1717(c). (12 U.S.C

§ 1717(c)) (Issuance And Exenpti on)
(31 U.S.C. § 3124(a)) (Exenption)

O her GNMA bl igations.

TREATMENT OF
I NCOVE FOR
PERSONAL

I NCOVE TAX
PURPOSES
Exenpt

Taxabl e

Exenpt

Taxabl e

Exenpt

Exenpt
Exenpt

Exenpt

Exenpt

Taxabl e
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TREATMENT OF
OBLI GATI ONS
OR SECURI TI ES
FOR CORPORATE
NET | NCOVE TAX
AND BUSI NESS
FRANCHI SE TAX
PURPOSES

Exenpt

Exenpt

Exenpt

Exenpt
Exenpt

Exenpt
Exenpt
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TREATMENT OF

OBLI GATI ONS

OR SECURI TI ES
TREATMENT OF FOR CORPORATE

| NCOVE FOR NET | NCOVE TAX
PERSONAL AND BUSI NESS

| SSUI NG AUTHORI TY OR TYPE OF | NCOVE TAX FRANCHI SE TAX
OBLI GATI ON OR SECURI TY PURPGSES PURPGSES
Guam Bonds

(Bonds | ssued By The Government Of Guam

48 U.S.C. § 1423a). . . . . . . Exenpt Exenpt
Hi gher Education Assistance Foundation . . . . . Taxable Taxabl e
I ndi vi dual Retirement Bonds (Issued pursuant to
t he Enployee Retirement |ncone Security Act of
1974). . . . C e . . . .. ..o . . . Exempt Not Applicable
Mort gage Backed Participation Certificates

Directly Secured By Residential Property

Located I n West V|rg|n|a And Cbcup|ed By

Nontransients . . . . Taxabl e Exenpt
Muni ci pal Bonds

West Virginia . . . . . . . . . . . . . . . Exempt Exenpt

All OGther States. . . . . . . . . . . . . . Taxable Taxabl e
Nat i onal Consunmer Cboperat|ve Bank (12 u s C

§ 3017(d)). . . . . . Taxable Exenpt
Nati onal Farm Loan Association . . . . . . . . . Exenpt Exenpt
Production Credit Association (12 Us.C 8§ 2098) Exenpt

Interest. . . Exenpt

Dividends . . . . . . . . . . . . . . . . . Taxable
Production Credit Cbrporat|ons G e Exenpt

Interest. . . . . . . . . . . . Exenmpt

Dividends . . . . . . . . . . . . . . . . . Taxable
Puerto Rican Bonds (48 U.S.C. § 745 . . . . . . Exempt Exenpt
Repurchase Agreements. . . . . . . . . . . . . . Taxable Taxabl e
Resol uti on Fundi ng Cor poration

(12 U.S.C. § 1441(b)(f)(8)) . . . . . . . . Exenpt Exenpt
Student Loan Marketing Associ ati on (SLMA)

(20 U.S.C. § 1087-2(L),

30 UUS.C. §3124). . . . . . . . . . . . . Exenpt Exenpt

Tennessee Val |l ey Author|ty Bonds (16 U s C

§ 831n-4(d)). . . . . . Exenpt Exenpt

U.S. Housing Authority . . . . . . . . . . . . . Exempt Exenpt
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TREATMENT OF

OBLI GATI ONS

OR SECURI TI ES
TREATMENT OF FOR CORPORATE

| NCOVE FOR NET | NCOVE TAX
PERSONAL AND BUSI NESS
| SSUI NG AUTHORI TY OR TYPE OF | NCOVE TAX FRANCHI SE TAX
OBLI GATI ON OR SECURI TY PURPOSES PURPOSES
U. S. Postal Service Obligations |Issued Under
39 U S.C 8§ 2005 (39 U.S.C. § 2005(d)(4)) . Exenpt Exenpt
U S Treasury (31 U.S.C. § 3124(a)) G Exenpt
Treasury Bills. . . . . . . . . Exenpt
Treasury Notes. . .. . . . . [Exenmpt
Treasury Bonds (Ser| es E And H) . . . . . . Exenpt
Virgin Island Bonds (48 U S.C. § 1574(b)(ii)(A)) Exenpt Exenpt

The conclusions reached in this Technical Assistance Advisory
are based on application of current statutes and regulations to the
material facts present by the Taxpayer for purposes of this Advisory.
Should there be a material change in any of the facts or should
material facts have been omtted, the conclusions reached may no
| onger apply. Additionally, the conclusions reached herein are based
on application of current |aw and regul ations. Should current |aw or
regul ati ons change or there be a material m sapplication of current
| aw or regqgulations, the conclusions reached herein may no | onger

apply.

Janes H Paige |11
State Tax Conmm ssi oner

| ssued: February 4, 1993



